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To the Stockholders of 

Crowley, Milner & Company 


On behalf of your Board of Directors, I submit herewith our annual 
report for the fiscal year ended January 7, 1938. The balance sheet, sur¬ 
plus and income accounts, as shown herein, have been approved by the 
Company’s auditors, Messrs. Ernst & Ernst. 

All outstanding debentures of the original issue due November 1, 1937, 
have been retired except an aggregate of $11,000.00 which have not been 
located. 

Net sales for the year were $15,455,307.66 including leased departments, 
an increase of 3% over last year. The sales volume was adversely affected 
by labor difficulties in the early part of the year and the very sharp de¬ 
cline in industrial pay rolls in Detroit in the last few months. 

Net profit after all charges except a provision of $25,000.00 for possible 
surtax on undistributed profits was $238,322.63. Social security taxes paid 
by your Company increased more than $62,000.00 over the previous year. 

An exemption is claimed from the surtax on all undistributed earn¬ 
ings except an amount equivalent to the prior preference dividend re¬ 
quirements. This claim is based upon the restriction on dividend payments 
on all classes of stock except the prior preference as set forth in the 
debenture readjustment plan. If our claim is finally sustained there is 
no surtax liability for the year since a full year’s prior preference dividends 
were paid. However, in view of the uncertainty of the interpretation of the 
law, your officers have further increased the reserve for possible federal 
surtax on undistributed earnings by $25,000.00 to an aggregate of $95,000.00. 

Working capital increased to $3,805,225.60 from $3,607,803.35 at the close 
of the previous year. The ratio of current assets to current liabilities was 
3.72 to 1 compared with 3.55 to 1 last year. The officers took prompt action 
to curtail buying in view of the unsatisfactory outlook, and the amount of 
inventory and merchandise in transit was 9% less at the end of this year 
than the preceding year. Purchase commitments at this date are sub¬ 
stantially below last year. 

As previously mentioned, a full year’s dividend of 6% was paid on the 
prior preference stock on December 28, 1937. Dividends of 6% on the 
preferred stock and 15 cents per share on the common were paid on 
January 20, 1938, marking the first dividends on these stocks since the 
calendar year 1931. 

In the early months of the year 1937 substantial increases in wage rates 
for the great majority of our employees were put into effect which, to¬ 
gether with the indicated drop in sales volume for at least a major part 
of the year 1938, presents a very difficult problem for your officers. Every 
effort is being made to maintain the improved financial position of your 
Company. 


Very truly yours. 






President. 










Consolidated 

CROWLEY, MILNER & CO 

January 


CURRENT ASSETS 


ASSETS 


Cash on hand and on deposit. $ 613,121.50 ' j 

Accounts receivable: 

Deferred payment accounts (including pay¬ 
ments of approximately $105,000.00 on home 
furnishings and appliance accounts due 

after one year). $2,385,305.19 

Charge accounts. 765,266.35 J 

Debit balances against vendors. 27,725.21 

$3,178,296.75 

Less reserve . 175,000.00 3,003,296.75 

Inventory—at the lower of cost or market as 
determined by the retail inventory method: 

Merchandise on hand. $1,405,457.14 

Merchandise in transit and 

advance payments on purchases. 180,937.24 1,586,394.38 $5,202,812.63 


4 


INVESTMENTS AND OTHER ASSETS 

Miscellaneous notes and accounts, investments 
and insurance deposits, less reserve of $5,000.00 $ 46,763.14 

Notes and accounts receivable from officers. 14,663.14 

Claims and securities arising in connection 

with closed banks. $ 85,021.16 

Less reserve . 61,516.03 23,505.13 


Real estate not used in operations, less reserve 
of $22,665.36 for depreciation. 195,750.86 280,682.27 


PROPERTY, EQUIPMENT AND LEASEHOLD 
IMPROVEMENTS—at cost, less reserves for 
depreciation and amortization 

Land .. $ 90,000.00 

Buildings on owned land. $ 200,000.00 

Buildings and improvements on leased land... 4,341,761.27 

Furniture and fixtures and delivery equipment 1,871,726.33 


$6,413,487.60 

Less reserves for depreciation and amortization 3,409,677.27 3,003,810.33 


LEASEHOLDS AND GOOD WILL. 

DEFERRED CHARGES 

Unexpired insurance premiums, supply inventory, 
advertising plates and prepaid expenses. 

NOTE A—It is believed that the Company’s earnings for the fiscal years ended January 
8. 1937 and January 7. 1938 in excess of 6% of the par value of the outstanding prior 
preference stock are exempt from surtax because of restrictions on preferred and common 
stock dividends contained in the trust indenture securing the outstanding debentures. In 
view of the uncertainties involved, a reserve of $95,000.00 has been provided to care for 
the surtax liability for both years which would result in the event the claim for exemp¬ 
tion is not finally sustained by the Bureau of Internal Revenue. 



$8,681,395.68 
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\ LIABILITIES 

CURRENT LIABILITIES 

Note payable to bank. 

Accounts payable . 

Accrued interest on 1946 debentures. 

Provision for federal normal tax on income for 
the fiscal year ended January 7, 1938— 

estimated—Note A. 

5 l / 2 % sinking fund debentures due Nov. 1, 1937: 

Outstanding . $ 11,000.00 

Accrued interest thereon. 2,722.50 


$ 300,000.00 
1,028,720.09 
15,14444 


40,000.00 


13,722.50 $1,397,587.03 


5 '/ 2 % SINKING FUND DEBENTURES—due May 1,1946 
(Prior to January 7, 1938 the Company deposited 
with the trustee debentures having a cost of 
$59,84i'.50 in partial payment of total sinking 
fund requirements of $65,830.66 for the year 
ending January 6, 1939) 

Authorized issue, less $225,500.00 retired.... $1,585,000.00 

Less: Unissued (reserved for exchange for 

debentures due November 1, 1937). 5,500.00 

in treasury .. 101,500.00 107,000.00 1,478,000.0# 


RESERVES 

For possible federal surtax on undistributed 

profits—Nott A . $ 95,000.00 

For improvements to leased property. 15,000.00 

For self-insurai ce—plate glass and water damage 3,074.00 113,07400 


CAPITAL STOCK . ND SURPLUS 
Capital Stock: 

Prior preference stock, 6% cumulative — par 
value $50.00 pe r share (entitled upon liquida¬ 
tion or redemption to $60.00 per share) 

' Authorized 36,210 shares (110 shares 

reserved for exchange for debentures 

due November 1, 1937)—issued 36,100 shares $1,805,000.00 

Less redeemed . 4,750 237,500.00 


i Outstanding .31,350 shares 

Preferred stock 6% non-cumulative—par and 
liquidation value $100.00 per share (redeem¬ 
able, provided all prior preference stock has 
been retired, at $120.00 per share prior to 
August 7,1944, and at par value thereafter) 


Authorized and outstanding. 4,959 shares 

Common stock, no par value — 
stated value $5.00 per share 

Authorized and issued.352,250 shares 

Less in treasury.12,817 


$1,567,500.00 


495,900.00 


$1,761,250.00 

64,085.00 


Outstanding 


339,433 shares 


$1,697,165.00 


t 

H 


Surplus (restricted in the amount of $64,085.00 
representing the stated value of 12,817 shares of 
common stock in treasury): 

Capital surplus. 

Earned surplus . 


$3,760,565.00 


$1,709,121.25 

223,048.40 1,932,169.65 


5,692,734.65 


$8,681,395.68 
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Crowley, Milner & Company and Subsidiary 

Fiscal Year ended January 7, 1938 

) 

CONSOLIDATED PROFIT AND LOSS STATEMENT 

Net sales (including sales of leased departments). $15,455,807.66 

Cost of merchandise sold and expenses (except depreciation and 
amortization), less other income including deferred payment 
account fees. $14,719,071.49 

Provision for depreciation and for amortization of leasehold 

improvements . 297,652.00 

Interest on debentures. 88,902.43 

Bad accounts charged off, less recoveries.. 21,859.11 15,127,485.03 


PROFIT BEFORE TAXES ON INCOME. $ 323,322.63 

Provision for federal taxes on income—estimated: 

Normal income tax.$ 40,000.00 

Surtax on undistributed profits—See Note A „ AAA AA 

to consolidated balance sheet. 25,000.00 65,000.00 

NET PROFIT.*.$263,322.63 


CONSOLIDATED SURPLUS ACCOUNTS 


CAPITAL SURPLUS 


Balance at January 8, 1937 


$ 1,697,840.00 


Add discount on 400 shares of prior preference stock redeemed 
through purchase during the fiscal year (balance of shares 
redeemed resulted from conversion of 1937 debentures pur- 
chasd by Company). 


11,281.25 $ 1,709,121.25 


EARNED SURPLUS 

Balance at January 8, 1937. 

Add net profit for the fiscal year 


Deduct cash dividends paid on prior preference stock—6%.... 94,050.00 223,048.40 

CONSOLIDATED SURPLUS—January 7, 1938. $ 1,932,169.65 


$ 53,775.77 

263,322.63 
$ 317,098.40 





































ERNST & ERNST 

DETROIT 

March 17, 1938 


Crowley, Milner and Company, 

Detroit, Michigan. 

We have made an examination of the consolidated 
balance sheet of CROWLEY, MILNER AND COMPANY (a Michigan cor- 
porat-on) and its wholly-owned subsidiary, CROWLEY, MILNER 
BUILDING COMPANY, as at January 7, 1938, and of the consoli¬ 
dated t tatements of profit and loss and surplus for the 
fiscal ./ear ended at that date. In connection therewith, 
we examined or tested accounting records of the companies 
and other supporting evidence, and obtained information and 
explanations from officers and employees of the companies; 
we also made a general review of the accounting methods and 
of the operating and income accounts for the year, but we 
did not make a detailed audit of the transactions. 

Sufficient provision, in our opinion, has been 
made for doultful accounts. Merchandise inventories, taken 
and priced by the Company, were reviewed by us as to inven¬ 
tory procedure and computations and, in our opinion, are 
stated on the basis of the lower of cost or market prices 
at January 7, 1938, as determined by the retail inventory 
method. 

Property, equipment and leasehold improvements, 
and real estate not used in operations, are stated at cost, 
less reserves for depreciation and amortization, after elimi¬ 
nation of items which have become fully offset by depreci¬ 
ation and amortization reserves. 

In our opinion, based upon our examination, the 
accompanying balance sheet and related statements of profit 
and loss and surplus fairly present the consolidated posi¬ 
tion of the Company and its subsidiary at January 7, 1938, 
and the consolidated results of operations for the fiscal 
year ended at that date. Further, it is our opinion that 
the statements have been prepared in accordance with accepted 
principles of accounting and on a basis consistent with the 
preceding year. 



Certified Public Accountants 



















